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Note To The Reader |

The Trade Compliand@oad Mapis intended to provide trade
compliance managers and employees with a basic understanding
of the direction the Custonigade Compliance Processheaded.
Doing this requires that we explain where we have been, where we
are now, where we are headed, why and how we plan to get there.

TheRoad Magpis not an “All-Inclusive” or a “How-To” document,

nor is it a planning document to the extent it contains specific goals
or performance measures like the Customs Strategic Plan, Annual
Plan or the Annual Trade Compliance and Enforcement Plan (TCEP.)
Its primary purpose is to inform, to provide Headquarters, CMC and
Port personnel with information to better understand their roles and
how theTrade Compliance Redesignll change their work.

Customs’ work is changing. Trade transactions have always been
the basis of our commercial activities, a new focus on mission
priorities and accounts will change our handling of those transactions.
The Trade Compliandeoad Mapoutlines the redesign of Customs
commercial processes and links key components to the opeyedss

of achieving agency trade compliance objectives.

TheRoad Maps being issued to all supervisory field personnel
responsible for managing tAieade Compliance Processt will be

regularly updated and made available to all employees through

the Infobase. Headquarters will provide informational tools to assist
first-line supervisors expand their own understanding and then conduct
discussions with employees to assist them better understand emerging
work processes, trade compliance objectives and their roles in relation
to Customs strategic and operational plans.
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|. MESSAGE FROM THE ASSISTANT COMMISSIONER

In the fall of 1997 we held a Port Directors conference in Atlanta in which we
discussed trade compliance programs and issues. Port Direqgicessed concern
regarding their lack of knowledge and participation in the trade compliance redesign.
In response, we have prepared a Trade Compliddaad Map to serve as a reference
for both managers and empéees. This document has four primpurposes:

Provide a Comprehensiwaster Referenceto the Core Themes and Key
Initiatives of the Trade Compliance Redsi

Inform All Employees of the Future Direction of the Trade Compliance Process
Prepare Port Managers and Empiees for Our Future Work Environment
Establish thdroles and Responsibilitie®f Headquarters, CMC’s and Ports

* ot % %

TheRoad Mapprovides information and direction which will assist field offices
understand and prepare to implement components of the trade compliance redesign.
Included are brief descriptions of redesign components, contact points for further
information, a glossgrof trade compliance terms and a bibliognapéferencing
supporting materials. THeoad Mapwill be regulary updated to reflect the current
status of ke initiatives and protgpes.

To maximize our effectiveness and ensure a coordinated implementation of the
trade compliance redesign we must operate with gldafined goals andxpectations.
TheRoad Mapoutlines the Trade Compliance Procegmnizational roles and
responsibilities of Headquarters, CMC’s and Ports.

Headquarters will provide direction, idestifiational priorities, sequence events
and establish a methodolotp review field progress. CMC'’s will provide guidance and
oversight to ensure ports understand the elements of the trade compliance redesign. Port
Directors will conduct a readiness assessment of their port. This will servea$oa
gathering information about the port’s alyilib implement redesign concepts and as a
catalystfor developing action plans to prepare for a new work environment. TCPO’s
and first-line supervisors will be responsible for translating our tradeypotic specific
action items, operational changes ardeetations for port empjees.

Import specialists, cargo inspectors, gsfecialists, OAS angts, regulatory
auditors and other emplees all have essential roles in the redesigned Trade Compliance
Process. ThRoad Mapwill serve as both a referenaadguide to the processes,
procedures and technologies that comprise the redesign.
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To ensure coordination, interaction and communication we will establish a national
Trade Advisoy Council (TAC). The TAC will include CMC Directors, Port Directors,
TCPO’s and NTEU.It will be chaired i the Director, Trade Compliance and will
include representatives from OST and OThe TAC will serve as a clearing house for
field concerns, review port operational assessments and evaluate changes to the trade
redesign.

The trade compliance redesign is néataristic event. Mag aspects and
programs of the redesign are being carried outytotféhile we have made much progress
implementirg mary of the initiativesyou will find described in th®oad Mapmuch remains
to be done. We will continue to take advantage of information and technological advances
as we proceed.

While ACE will be rolled out moduleybmodule over severgkars, operational
changes
focusing agenctrade compliance efforts are well undeyveand will continue.
In the immediate future, much of our work will continue to be performed under current
information technolog Delgs related to ACE implementation Wwilot delay
implementation of trade compliance redesign work approaches and initiatives focusing
on mission priorities and accounts.

The Trade Compliandeoad Mapis not a planning document to the extent it
contains specific goals, performance measuregmeated outcomes as do the Customs
Strategic Plan, Annual Plan or Trade Compliance and Enforcement Plan (TCEP). Rather,
theRoad Maplinks current and planned national trade compliance initiatives to our vision
of how work will be performed to achieve trade compliance goals.

In closing,| want to emphasize that the Trade ComplidRoad Mapis an
“action” document. Our success in followingfRoad Mapdepends on the contributions
of Headquarters, CMC'’s and Ports. Each of us will be responsible for contributing our full
effort to ensure the fundamental principles of the redesign are implemented in a uniform
and effective manner.

Robert S. Trotter
Assistant Commissioner,
Office of Field Operations
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[I. EXECUTIVE SUMMARY

The redesigned Trade Compliance Process emphasiaes@mt-based focuso
our activities and relies heayilipon the development afighly automated systemfor
assisting us in our work. The redesign emphasizedMbd Act concepts oshared
responsibility andinformed compliance and relies upon its requirement that importers use
reasonable cardn reporting import transactions to Custoniforcement actionswill be
guided ly streamlined procedures and automatestiesns which will process less serious
violations while focusing resources on more serious violations. Customs will direct its work
more efficienty through the use @fnalytical tools, statistical sanpling andtrade
analysis All Customs activities will be subject to continuous evaluation from a
cost/benefitperspective, thergtinking resource plans, budgets and results. Measures
of ageng performance will incorporate“@alanced scorecard”that addresses efficieyic
effectiveness, customer satisfaction and cost.

Port Directors, and marof our field emplgees, havexpressed concern about
their lack of knowledge of the trade compliance redesign, an apparent lack of coordination
between Headquarters and field offices (and among Headquarters offices), and uncertainty
regarding their responsibilities in implementing components of the Trade Compliance
Process. ThRoad Mapprovides information and sets forth actions for closing these
knowledge and coordination gaps.

To address the knowledge gap, the trade compliBoegl Mapprovides &tensive
information on the need to change ma our traditional work approaches, details the trade
compliance redesign histgrreiterates national trade compliance goals and provides
information concerning the gghemes, initiatives and proygtes of the trade compliance
redesign.

To address coordination and pglissues, a Trade AdvispCouncil (TAC) will be
established to enhance coordination, interaction and communication between Headquarters
and Ports as well as between Headquarters offices.

= The TAC members will include CMC Directors, Port Directors, Trade
Compliance Process Owners and NTEU. OST afdva@ll also be represented.
= The TAC will be chaired ypthe Headquarters Director, Trade Compliance.
= The TAC will serve as a clearing house for field issues, evaluate and propose changes
to the trade compliance redesign, and review port operational readiness assessments.
= The TAC will enable OFO to speak with “one voice” concerning operational
and poliy issues before the Trade Compliance Board of Directors.
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To give relevangto the information presented in this document, and to focus
field managers on local actions needed to implement the new Trade Compliance Process,
Port Directors will be required to conduct a substantive operational readiness assessment
of their port. The readiness assessment will have four purposes:

= To gather information about the port’s alyilib cary out trade compliance
redesign concepts and components.

= To identify port needs and/or barriers to proceeding with the redesign.

= To serve as a means for the ports to educate themselvey dsltieeinto issues
related to redegh implementation.

= To serve as a catait for the ports to undertake actions consistent with the trade
compliance redegn implementation.

To establish accountabifiand ensure a coordinated approach to implementing
components of the redesign, tRead Mapoutlines the roles and responsibilities of
Headquarters, CMC’s and Ports.

= Headquarters will be responsible for providing field direction, idgntif
national priorities, sequencing events and establishing a methgdologyiew

= and monitor field progress.

= CMC Directors will be responsible for providing guidance and oversight to ensure
that ports understand the elements of trade compliance redesign, and for supporting
ports as thg prepare for the future.

= Service Port Directors will be responsible for conducting an operational readiness
assessment and developing a port action plan for implementing the redesign.

= Trade Compliance Process Owners will be responsible for translating our trade
compliance polig into specific action items and operational aem

= First-line supervisors will be responsible for communicating operations driven
expectations direcgito emplgees through face-to-face interactions.

The explosivegrowth in trade, Customs Modernization Actgthiisibility trade
programs, automation and technological advances, and government mandates emphasizing
operational performance are all factors which require we reassess our operating
methodologies. Future Customs budgets will be linked to performance. With increasing
workloads and static resources it is critical we emplar resources in wa that maximize
andhighlight our performance. Redesign initiatives are intended to improve efficienc
streamline work processes and focus ageesources on actions which increase and sustain
high trade compliance level$n doing so, we will remain flexible and prepared to meet the
needs, interests and issues of our customers---Congress, other agencies, importers, brokers,
domestic indusyrand others.
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[1l. WHERE HAVE WE BE EN?

A. The Work of Customs: The Past and ThePresent

Historically, the principle duties performed the Customs Service have focused
on the collection of revenue, the control of trade, and the enforcement of trade laws and
regulations. Customs has been a front-line, law enforcement, revenue-producing agency
for more than 20@ears.

Organizational}, individual Customs disciplines have gengralbrked
independenyl. Emplo/ees within each discipline have established roles and developed
areas of gpertise. Operational] port verification and enforcement actions have been port
focused; cargoxaminations and document reviews transaction-based; and interactions with
importers and customs brokers focused on current shipmentisis environment,
effectiveness has been measured in terms of the number of seizures made, the number of
arrests effected and the amount of revenue collected or recovered.

As earl as the 1960's, Customs began to be concerned about projected increases in
trade. In the 1970's Customs began a move toward automation. A number of independent
automatedystems were developed but it took until 1983 before Customs had an integrated
Automated CommercialyStem (ACS.) As workloads continued to increase, Customs
employed a national engrby-pass (selectiwf system.

Containerized cargo and other changes in methods of transportation facilitated the
growth in trade and led to the need for Cargargination Stations (CES’s) and the in-bond
system. Enforcement and verification actions evolved from tlgsigédd inspection of all
goods, and review of all egtsummaries, to selectegaminations and reviewdn the late
1980's, Customs began to focus resources on interactions with significant importers in an
attempt to address trade issues prior to importation and increase wotamgaliance.

As work volumes and demands increased, Customs sought to reassess its traditional
work processing methodologies. Automation allowed Customs to reduce paperwork and
document handling, and to streamline operations. However, gains in processing were soon
offset by continued growth and increasing trade comipye Until very recenty, port
transaction-based cargraminations and document reviews remained the foundation of
Customs verification and enforcement actions.
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The Customs Modernization Act, passed in late 1993, provided the stimulus for
changes in Customs importing regulations and procedures (as well as yoofrttaa
initiatives undertaken in the last foygars) which will enable us to take advantage of
new information technologies and further streamline processes.

In the last fewears Customs has implemented “operational alternatives” to
transaction-based procesgictivities such as “Bullse” processig, compliance
measurement, compliance assessment and account management. Customs work is
changing. Trade transactions have gkvaeen the basis of our commercial activities, a
new focus on accounts will change our handling of those transactions.

B. Trade Compliance Redesign History

During the 1994 agegewide reorganization, Customs embarked on an effort to
improve the trade compliance process uslnginess Process Re-Engineer(BfR
techniques. A Trade Compliance Board of Directors (BoD) was establisbalgt 1094
to guide the redesign effort. The BoD identified five sub-processes:

v Verify J Enforce ¢ Target & Analyze Y« Account Services+¥c Revenue

A Processmprovement Team () was created for each subprocess. Each team
included representatives from management and NTEU, and from HQ and the field.
Through in-depth interviews of field and HQ personnel, members of the trade community
and officials from other government agencies, the teams gathered information concerning
“customer needs” By October 1995, the teams, working in partnership with the ACE
development team, produced an overall redesign that reflected customer needs and
summarized basic process features. Process Management Teams (PMT’s) were then
established for the five subprocess. The PMT’s were tasked with further development,
testing, and implementation of redesign process features. During 1996, the PMT'’s initiated
a national test of the account manager position and ppetdtnumerous features of the
redesign as part of th&eéattle Prototype(described in sedion VIl .)

The trade compliance redesign remains under the guidance of the BoD. The
BoD: provides high-level focus, vision, strageand poliy on the redesign; acts as the
focal point for all major issues affecting trade compliance; develops and oversees the
execution of the process redesign implementation. The BoD ig/ldtelHeadquarters
national Trade Compliance Process Owner, and includes representatives from OFO, OST,
Ol, OF, OR&R and field offices. The Headquarters OFO Director, Trade Compliance,
oversees Trade Compliance Process field operations.

" -2 January 1998



g TheRedesign Project Team has responsybibr further expansion of redesign
process features (including the NCAP Prgppet) The team directs the account
manager and port account management programs, continues working with Seattle
relative to process redesign testing and plans to implement the Enforce Evaluation Team
Program nationwide in 1998. The Redesign Project Team is organized into three groups:

A Process Analysis and Requinments Team(PART), the successor to
the PMT’s, responsible for user requirements, procedural ang;polic
A Technical Tean, responsible for programming ACE; and

An Outreach and Implementation Teamn, responsible for training ACE
users, coordinating development efforts with the trade comynamnidt field
users, and communicating the progress of the redesign.

The trade compliance redesign has been, and will remain, a collaborative effort
involving Customs management, the NTEU, various offices within Headquarters (OFO,
OST, Q, OF, OR&R, etc.), field offices, members of the trade commné., importers,
brokers, carriers) and other government agencies.

The changes envisioned in the redesign will develop lreaalutionary way
with process improvements being rolled out contipuadler severayears. The redesign
is not totaly futuristic. Much of the field work currentlbeing performed involves national
redesign initiatives (i.e., compliance measurement, account management, compliance
assessment) and the use of new informatystesns and angical tools.

C. Trade Compliance Goals

The goals of the Trade Compliance Process, determindgeerade Compliance
BoD, were established to ensure all elements of the Customs Service focus their efforts on
achieving the same goals. Trade compliance goals include:

& Achieving a 95% Compliance Rate inIRfy 1999
~ <  Achieving a 90% Compliance Rate in All OtHadustries i 1999
C“f & Reducing Cargo Releasgcle Times
& Increasing Customer Satisfaction
& Maintaining Collections at 99% (or above) of Entered Dutiege3@and Fees
< Achieving 90% Accuragfor Statistics in Kg Industries i 1999
& Receiving an Unqualified Rating from GAO on Aggiitnancial Statements
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V. WHERE DO WE WANT TO GO?

The Trade Conpliance Process - Core Tihees of the Redesign

The redesigned Trade Compliance Process emphasiaes@mt-based focus
to our activities and relies heayvilipon the development atighly automated system
for assisting us in our work. The redesign emphasizedMbd Act concepts okhared
responsibility andinformed compliance and relies upon its requirement that importers
usereasonable cardn reporting import transactions to Custoniforcement actions
will be guided ly streamlined procedures and automatestiesns that process less serious
violations while focusing resources on more serious violations. Customs will direct its
work more efficienty through the use @nalytical tools, statistical sanpling andtrade
analysis All Customs activities will be subject to continuous evaluation from a
cost/benefitperspective, thergtinking resource plans, budgets and results. Measures
of ageng performance will incorporate“aalanced scorecard” that addresses efficieyc
effectiveness, customer satisfaction and cost.

Described below, are the major features of the future work environment. Some are
alread firmly established while others are in the planning stage.

A. THE ENTRY PROCESS x ’

Four Tracks and a “New” Entry ‘ ‘

Customs will accept entries filed along four different tradksporters of low-risk
shipments mybe eligible for Track 4 processing which allows release based on
minimal data. Track 4 processing requires that importers pre-gleotiimodities
andkey transaction parties, and full electronic processing (i.e., manifests,
enty/entry summay, invoices, collections.) Track 4 also allows importers to file
summay data up to ten ga after the end of the “release” month. Track 3 requires
the electronic transmission of full epnd enty summay information prior to
release, while Track 2 splits the data--glata prior to release; summalata

after release. Track 1 refers to paper entries---Customs intends to require that all of
these entries be filed under “live” processing (i.e.,yéatitty summay data and
payment prior to release.)

Regardless of the track used, all entries will include the same basic amount of data
(manifest/eny/entty summay.) The different tracks allow data to be transmitted

at different times. When required for carg@mination, enyr summay review

or other verification, additional commercial information such as invoice and packing list
data will also be submitted. All tracks will also empéonewy structured eny---rather

than being made up of separate forms used at different stages in the process, the new

V-1 January 1998



ently has been designed as a single “document” with its separate parts being completed
at the times required under the different tracks.

Reconciliation

Reconciliation is a new process (identified in the Mod Act) that permits filers
to identify unresolved issues, other than admissihiat the time of entry
summay filing. Unresolved issues mde reconciled up to 15 months later.
These issues rganvolve such areas as value, trade program (e.g., NAFTA)
eligibility and (on a limited basis) classification. Customs intends to require
that importers use reconciliation as the exclusive angaibly mechanism

for addressing these unresolved issues en masse (i.e., if an importer is aware
of unresolved issue prior to filing, reconciliation must be used, or liquidation
of each enyr must be suspendedli certain cases, Customs also intends to
eventualy permit the use of reconciliation “retroactiyeto provide filers

with a means of addressing issues and amending entries after suiingar

but before liquidation.

Reconciliation also refers to the “document” which is filed to resolve an isske.

an enty, a reconciliation will be subject to targeting, import or especialist review,
liquidation, and protest. Filers will provide corrected revenue data and trade statistics
on a reconciliation, which will permit filers to consolidate changes that affect emdry
summaries on a single reconciliation. Feample, a value and revenue change affecting
100 entries mabe summarized on a single reconciliation (thgmeplacing 100 entry
change liquidations with one reconciliation liquidation.)

Customs anticipates widespread use of reconciliatydhdotrade communt
Reconciliation will become a major component of the-waday work of import
specialists, emyrspecialists and other trade compliance eyg®#e who review entry
summay information.

Changes in Liquidation Processing

Trade compliance teams and enygles will re} upon a liquidation process
that is increasigly controlled throgh automation with minimal user
intervention. Liquidations will be automaticalischeduled ypthe Customs
computer gstem. User intervention will be required to adjust this schedule
(e.g., to extend an egtsummay.) By default, enty summaries will be
allowed to liquidateyboperation of law (deem liquidate.) Customs intends

to take the position thatyasummay upon which Customs takes no action cannot be

protested upon deemed liquidation. The Customs compstens will also automaticall
calculate revenue changes based on sugnafenges inputybentry summay reviewers.
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Monthly\Semi-Monthly National Statements

Revenue paments will be consolidated on a g monthly ACH statement that will

cover all of an importer’s financial transactions nationwide. Mgrahbcessing will be
available for Track 4 shipments; semi-mowtfdr Track 3. Numerous individual
transactions will be handled as a single mgigleimi-monthy transaction. The

statement will itemize each transaction and includey, dax and fee paments for

ently summaries; revenue adjustments arising from change liquidations, reliquidations
and reconciliations; and paents for penalties, liquidated dagea and violation bills.

Statement processing will be used to offset bills against refunds (e.g., a refund arising from
a protest approval will be added to a statement and offset against revenue due as a result of
importations.) For montilstatements, importers will be required to make semi-monthly
estimated pgments during the statement period in order to maintain revenue ngutralit

Electronic Transactions

Electronic transmission of required import data (without redundant paper documents) will
be the norm.All information related to manifest, egfrently summay, commercial
information (invoice/packing list) will be transmitted electronigalReconciliations,
drawback claims, protests, petitions, and bonds will also be transmitted

electronicaly.

. THE ELECTRONIC WORK ENVIRONMENT
Paperless Processing

The work environment of Customs managers, cargo inspectors, import
specialists, enyrspecialists, FP&F personnel, operational gsial
specialists and other Customs enyplkes will begreatly affected ly the
increased use of automation to support our work.Electronic processing
minimize paper and clerical work. Distribution, filing and retrieving of
documents will be larggleliminated. Interoffice requests and responses will be handled
electronicaly.

For example, ACE will automaticglgenerate a laboratpanaysis request with

minimal data input ¥pan cargo inspector or import specialist, send the requesiab th
electronicaly and automaticallprint up a label to be attached to a mailed sample.

In response, the completed laborgt@port will be sent electronicglto the

appropriate trade compliance team (or individual.)

The Electronic “In-Box”

Trade compliance teams and enygles will receive some of their work assignments
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through an electronitn- box”. A cargo inspector opening up his/her work group’s
in-box might see assignments to conduct cargo examinations, manifest quantity
verifications, and/or bonded warehouse spot checks. An import specialist might see
assignments to review eptsummaries, reconciliations, protests or to visit an importer.
A supervisor might see an internal control assignment or request to approve a planned
importer visit. In-box assignments will idenyithe subject of the assignment (e.g., one

or more enty summay lines) and include pertinent instructions (e.g., cargo
examination instructions.)

The in-box will allow managers, trade compliance teams, and individuals to keep track
of open assignments-ylype of work, date assigned, and responsibleypdrtade
compliance teams or individuals will also use the in-b@tesn to keep track of

“follow-up” actions such as a laborayoanal/sis requests or requests for information.

A user viewirg an asginment will be able to see a lisgjiof all follow-up actions, their
status and anrequests or reports related to these actions. This capabilieliminate
manual filing gstems for pending work such as “holding code” files.

Nationwide Access to Infomation

The electronic work environment will promote informed decision-making and uniformity
by providing nationwide access to information. Trade compliance teams and individual
users will be able to search for informatignduch variables as HTS number and importer.
An import specialist masearch for, and immediayaleview, all requests for information
previousy issued lg arny team or port related to a particular commypditrade compliance
teams at the same or different ports will be able to learn of, and coordinate, their activity
involving a common importer or trade issue.

Workload Management

ACE will include a workload mamggment gstem that will automaticafladjust

workloads among ports to correct imbalances. Tystes will require ports to estimate
resources available to conduct Customs work (e.g., cagguieations, summsgireviews)

in support of national trade priorities. As work is assigned to various locations and teams,
ACE will identify over utilized work groups and shift incoming work to underutilized

groups as necesgarWorkload plans will be updated on a periodic basis at both the
national and local levels.

V-4 January 1998



Port Specialization

Customs will utilize electronic capabilities to distribute work and promote port
specialization ¥y commodiy and, possilyl by trade issue (i.e., NAFTA, AD/CVD) or
country or origin. Port specialization will promote greater commpoepertise and
uniformity as ports will not necessaribe constrainedybthe need to provide full tariff
coverage. As aresult of port specialization commyduhsed trade compliance teams

will focus on narrower lines of merchandise. Multiple locationg handle a particular
commodit, but not all ports will be responsible for all commodities. Port specialization
will increase uniformy and simplif national coordinationyoreducing the number of
offices potentialf involved in trade compliance activities for a given comnyodit

Electronic Communication with the Trade

Much of the paper flowing between Customs and the trade conymvitiibe replaced

by electronic &changes of notices, requests, and corresponding responses. Customs
anticipates sending electronic messages to reject entries, request information, issue
marking/redelivey notices, and notyfthe trade of liquidation. The elimination of paper
exchanges will greatlreduce clerical work for mgCustoms emplgees and provide
savings from reduced mailing costs. To support the continued shift to electronic
communication, Customs will issue electronic messages through ACE, via fax/modem,
and thelinternet. Realfing upon thdnternet as a medium for outreach, Customs will help
maintain an informed trade communidy making general trade compliance information
(such as informed compliance publications) availablaternet users.

. PRIORITIZING OUR WORK\MEASURING PERFORMANCE

Strategic Analysis andPlanning &

Customs will establish nationglfocused trade strages throgh the identification

of current trade priorities and potential future trade issues. These priorities will be
used in determining the allocation of aggnesources (e.g., the number of import
specialists, inspectors and others devoted to specific comynoodiade compliance
teams, the number of compliance measurement cargo or sym@marinations
conducted for given tariff numbers.) AnnyalCustoms will prepare and issue a
Trade Compliance and Enforcement Plan (TCEP.) The TCEP will include an
assessment of the prinyahreats to compliance with U.S. trade laws and provide a
coordinated approach to confront national compliance issues. National strategies will
be reflected in national interventions and involve port personnel.ytigaltools will

be widel available to support strategic ays$ and interventions.
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Performance Measures\Cost-Benefit Analysis

While Customs will continue to prioritize its effortg bvaluatig measures and

identifying trade priorities, a comparison of costs and benefits will be central in

justifying the deplgment of resources. Customs will be held accountabfédmgress

and oversight agencies for its performance, which will be evaluated on the basis of
measures of effectiveness, efficigrand customer satisfaction. Measures

(e.g., compliance ratesyate times, satisfaction sury®) will be derived from data

recorded in ACE and accessible to all Customs users. These measures will be presented
at various levels of detail (national, CMC, port) and will be useché&nagers and others

to identify performance successes as well as trade compliance problems requiring action.
Customs will estimate the costs of trade compliance activities, suchgasegaminations,

ently summay reviews, and compliance assessments, and consider these costs, along with
priorities, in deciding how to devote resources.

Compliance Measurement/Statistical Sampling

Compliance measurement is the statistical sampling methgdasagl to measure trade
compliance. Statistical sampling techniques and standard verification procedures will
continue to be the basic mechanism for meaguwampliance rates and establishing
credible benchmarks for reporting performance as requyéagebGovernment
Performance and Results Act (GRPA.) Customs will use statistical sgrtgshmiques
whenever selective targeting comes intg/plBeyond cargo gaminations and entry
summay reviews, compliance measurement activities will be extended to new areas,
such as reconciliation, as the trade compliance redesign progresses. Compliance rates,
viewed ly commodiy or account, will be an important factor in determining agency
priorities and allocation of resources. Compliance data will enable Customs to direct
its enforcement efforts to those segments of the trade conymuithitthe greatest risk

of non-compliance.

Expanded Use of Selectivity

Customs will &tend the use of selectiyibeyond pre-release and gnsummary
processing to incorporate activities that occur following the submission of syrdatar
Reconciliations and pre-liquidation amendments toyestummay will be subjected to
targeting (and paperless processing) rather than automateatwed. Import

specialists, enyrspecialists and other trade compliance eyg®s will benefit from a

shift in workload toward reconciliation and pre-liquidation amendments angfeava

the more labor-intensive processes for handling protests, 520(c) petitions, and 520(d)
petitions. Drawback claims will also be processed thindbe selectivit system.
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Analytical\Planning Tools (e.g., TA, ATS)

Customs has been developing powerful el tools and transferring them to the

field. Trade compliance teams and enmyplkes will have the capabijito anayze and
manipulate vast amounts of data with automated tools that will be used to help identify
cargo and/or import transactions to bamined/reviewed. The use of aytadal and
planning tools will become a basic part of thg-ttiaday work of import specialists,

cargo inspectors, egtspecialists and other Customs enypks. Operational anals
specialists will support port use of automatgstems and angical applications, and

will conduct more complicated amals.

Trade compliance empjees (and teams) will increagly devote time to angting

import data for anomalies and trends as a means for self-managing their own workload.

In conjunction with compliance rate information, agepiorities, value and other data,

trade compliance teams (including port account management teams) will establish periodic
plans for veriying transactions of particular commodities and accounts. Continual review
of the results of verification activities and ongoing gsigl of import data will be used to
update plans on a recurring basis.

Universal Recording & Enforcement Screening
of Discrepancies and Assertions

The results of all trade compliance verification activities (e.g., cargo examinations, entry
summay reviews, reconciliation reviews) will be recorded electronyaallACE, and

all discrepant findigs will be automaticayl screened for potential enforcement action.
Enforce ‘screening rulels based on discrepaptype, account compliance rate, number
of recurrences and other factors will recommend an enforced or informed compliance
action. In addition to discrepant findings from verification activities, assertions of
potential violations will also be screened for proper resolution or enforced compliance.
Assertions, which are currepthandled through such separagstems as MORs in

TECS and ACS selectiyitrequests, will be recorded thighua sigle system in ACE.

Cargo inspectors, import specialists andyesprecialists will alwgs have one place to
record assertions.

Automated Support & Streamlined Processing for Enforcenent

Violation billing will provide a quicker, less labor-intensive means for handling minor
violations, such as late filing, through a “parking ticket” approach. For eligible accounts,
violation bills will be issued in lieu of liquidated damages. These accounts will have the
option to simpy pay the bills and avoid the liquidated dagea process. Violation billing

will greatly ease the administrative burden for bothyatrd FP&F personnel.

V-7 January 1998



ACE will incorporate aargo decision support totd be usedycargo inspectors and/or
trade compliance teams determining the disposition of cargo duringaammation. For
certain ypes of discrepancies, ACE will prompt theminer to respond to one to three
simple questions, and in response, provide a recommendation on the disposition of the
camgo (eg., release, detain, seize.) This tool will notygmiovide immediate gal advice

to examiners, it will also promote consistgria releas@on-release decision-making.

Enforce Evaluation Teans

Discrepancies and potential violations (assertions) will be referred to Enforce Evaluation
Teams located throughout the field. These teams will be comprised of TCPO'’s and Ol
Group Supervisors, who will have joint responsipifir evaluating referrals for
noncompliancgotential violations and selecting the appropriate enforcement or
non-enforcement responses. These teams will make informed decisi@hgriy on

the results of enforcestreening rulesand drawing on thexpertise of all Customs
employees--account managers, FP&F officers, OR&R, Chief Counsel, cargo inspectors,
import specialists, entrspecialists and others. Referrals will be sent to Enforce Evaluation
Team members through an electronic in-box. Distributiop Ineabased not opbn the

port where the noncompliance or potential violation has been reported, but also on other
factors, such as the account involved.

Enforcing Future Compliance through Administrative Probation

Customs will have the option to invoke administrative probation, which will be used in
conjunction with monetgrpenalties for promoting compliance. Violators eligible for
this treatment, as determined thghumitigationguidelines, will begiven the option of
paying either a higher penglamount or a reduced pena#tmount coupled with
administrative probation conditions. These conditions will aim to rgroedent
compliance problems and eliminate their recurrence. Xample, conditions may

require the establishment of internal controls or egg®draining. Customs will

monitor the violator’s progress in meeting the conditions through increased verification
(e.g., cargoxaminations, enyrsummay reviews, audits.)

. MANAGING THE TRADE ﬁ p

Account Management (National\Port)

Customs will view import transactions in the aggregate, from an account level. Accounts
include kg trade entities (i.e., importers, customs brokers) with whom Customs does

business, or whom Customs has an interest related to trade compliance. Viewing import
practices from an account perspective will enable Customs to emphasize the concept of
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"informed compliance identify compliance issues, and resolve those issues in a

timely and efficient manner. Account management invohagional coordination

of Customs actions involving the account. At the center of Customs account-based
actions will be account managers and port account management teams. Both account
managers and port account management teams will be responsible for acting as the
primary point of contact for assigned accounts, working with accounts to develop
account action plant address compliance issues, and for promoting nationwide
uniformity.

National account managers will be devoted full-time to account management. They
will be assigned ypHeadquarters to the largest accounts and will work with the
accountand Customs port personnel, to idepténd resolve areas of noncompliance.
They will not be involved in the general processing of import transactions or in making
operational or technical determinations (e.g., value, classification, gairdrigin.)
National account managers will also act as facilitators to help their accounts resolve
problems, such as non-uniform treatment, ag tlceur. Doing so meinvolve

interaction with multiple ports orggregate or sigle transaction issues.

Port Account Management (PAM) teams will be multi-discipline, genecalhsisting

of import specialists, entrspecialists and cargo or trade inspectors. For port account
team members, account management will be a collateral function. Accounts will be
selected, in coordination with Headquartessth® ports. Port account management
teams will havenationalresponsibilities bgond their own port boundaries. Hheill

be responsible for angling an account’s importing activities on a national basis and
coordinating with multiple field offices to address compliance and unifgiisgtes.
Members will also have operational responsibilities whicly maolve making
operational or technical determinations related to the account.

Compliance Assessent

Compliance assessment is a evaluative progesdhich a multi-discipline Customs

team makes a determination as to whether an account is conducting business at an
acceptable level of compliance with import-related laws and regulations. A
Compliance Assessment Team (CAT) will gengraéinsist of the team leader (senior
regulatoy auditor), one or more auditors, an import specialist, an international trade
specialist, and an account manager (if assigned.) Cuysreathpliance assessments

focus on high-value importers, who because of their size and value of importations, are
in a position to have a significant impact on overall compliance levelshe future,

the concept mabe tended to other account entities such as customs brokers and
carriers.
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Conducted under the guidance of a Regwaardit Division Field Director, a
compliance assessment includes an evaluation of an importer’s operating practices,
systems and internal controls supporting its Customs-related actiitissa ystematic
process which uses statistical samgplmd auditig techniques to review selected
transactions from the importer’s previous fispar. Each assessment will involve a
minimum review of compliance in five trade areas (classification, value, quarsér
fees, record keeping.) Special trade issues (i.e., AD/CVD, FTZ, 9802, possible
transshipment) myaalso be reviewed.

Discoveries of noncompliance gneesult in a more in-depth audit and/or the development
by the account of aompliance improvement plavhich identifies the corrective actions to
be undertakenybthe account to promote future complianddae findings of compliance
assessments will be used to determine the freguedrfature compliance measurement
examinations (i.e., a fullcompliant finding would result in fewer future compliance
measurement@minations for an importer.)

Account Profiles

ACE will provide Customs users with rgachade profiles of accounts. Users will view
different ypes of profiles that will summarize information about an account. Profiles may
focus on such areas as volume aydectime of transactions (entries, summaries,
reconciliations), targeting of transactions, results of verification findings, enforcement
actions, and revenue information.

Quick access to this information will promote informed decision-makyracbount
managers, inspectors, import specialists, and other Customs ursadilition to profiles
available to internal Customs users, Customs will also provide reports to members of the
trade communit that summarize their interactions with Customs (e.g., number of
transactions, number of discrepancies.) These reports will help accounty ialesats

needing improvement as well as successful responses to prevemmified problems.

Reasonable Care, Infomed Canpliance & Shared Responsibility

The relationship between Customs and the trade comynuifibe based on the
requirement that importers act tvittasonable carén their importirg activities.
Importers are responsible for accunatelporting import transaction information such
as classification and value. Customs will act as the verifier, selgctanmgting
transactions for review.

Within the redesign, Customs has developed two complemngantans for ensuring

compliance. Informed, voluntar compliance, as envisioneg the“Mod Act is the
preferable approach to trade compliance. However, when volwdarpliance is not
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achieved, enforced compliance actions (i.e. seizure, pemallbe taken.In the

“MOD Act” environment oshared responsibilityCustoms will seek to maximize
compliance through voluntacooperation ¥ the trade communit To meet its informed
compliance responsibilities, Customs is committed to ensuring that all parties involved
in importing have timegl access to information.

Customs will promote informed compliancg ibsuirg transaction-based rulis,
developing and issuing informed compliance publications, and informing the trade
communiy of record keeping requirements, automation plans and other pertinent
developmentsimport specialists, entispecialists and other port-based enpés

will offer members of the trade communguidance through informed compliance
activities such as pre-classification reviews, importer premises visits, local seminars
and other port initiativesln addition, Customs has issuedReasonable Car€hecklist
which outlinesas guidancemeasures which importers and their agentg find helpful

in meeting theireasonable careesponsibiliy. The checklist maassist importers

(and their agents) understand thyeets of actions Customs could consider in determining
whethereasonable carevas &ercised in a particular case and/onyrba used by
importers develop internal procedures or controls to avoid compliance problems.
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V. WHY DO WE WANT TO GO THERE?

A. Why Change?

Y

Implementing Mod Act Provisios - The Customs Modernization Act not only
provided the stimulus for change atjuiredchange.lt emphasized electronic
processing as the preferredywat doing business ardirects Customs to pursue
automation related programs such as remote location filing and reconciliation.

Managing Increasing Workloads In the 1980's Customs adopted automated and
nonautomated we to process increasing workloads. Gains were quafkdet by
continued growth. Through the redesign we will gppformation technolog new
processes and operational initiatives to enable us togaanarkload and

effectively achieve trade compliance objectives.

Leveraging Resourceslincreasing workloads require we emptur resources in

ways that maximizend highlight operational performance. Redgsinitiatives

will focus resources on industries, trade issues and accounts which have a significant
economic impact on the nation or national trade compliance levels.

Direction - Historically, Customs verification and enforcement efforts have been
port and transaction focused. The redesign establishes a coordinated national
approach to improving compliance, addressing enforcement issues, sharing
information and managing workloads.

ResponsivenessMary government agencies hawgerienced cuts in funding

because theoutlived their mission, failed to change or did not demonstrate their

value. The redesign allows us to be adaptive to the needs and interests of a “customer”
base which includes Congress, domestic ingiustiporters, brokers, and trade groups.

Increased Copliance- Growing import levels and their economic impact have
heightened industrand Congressional interest in the effective enforcement of U.S.
trade laws. Redesign initiatives focus on improving effigreara focusing

resources on efforts to incream®d sustain high trade compliance levels.

Agency Funding & Perfomance Expectations Future budgets will be linked to
performance and nydbe impacted Ypfederal deficit reduction initiatives. The
redesign establishes how we will accomplish agetgectives and will allow us
to report on operational performance.
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B. Factors Influencing Custans N
~

y
1 Customs Mod Act _7 /\\

On December 8, 1993, the U.S. Congress enacted Customs modernization provisions
under Title M of the North American Free Trade Agreemienplementation Act.
Provisions of the “Mod Act” fundamentglhltered the relationship between importers
and the Customs Service, and established the basis fgrahtre trade compliance
redesign initiatives undertaken to date.

Major aspects of the Mod Act include:

a Shared Responsibilt- The Mod Act emphasizes that the importer is
responsible for classiing and appraising merchandise and that Customs
is responsible for verfng that importers have corregtione so.

a Infor med Campliance - Customs is required to effectiygdrovide
importers with guidance concerning the legal obligations and procedural
requirements pertaining to the gntf merchandise. There is no
obligation for Customs tpersonally informimporters where the law or
regulations which applare clear and available to them.

a Reasonable Carelmporters are required txercisellreasonable caig
when reporting transactions to Customs. Where an importer uses or
consults with a customs broker or other custoxpe#, the importer is
responsible for providing all the information, material facts and
circumstances sufficient for the customs broker to coyreciier or provide
advice as to how to make entr

a NCAP - The Mod Act emphasizes electronic processing as the preferred way
of operating and directs Customs to pursue automation related programs such
as remote filing and reconciliation.

2 Government Mandates

The Customs Mod Act mandated the institution of a commercial compliance
program incorporating periodic compliance reports to Congress. A General
Accounting Office (GAO) Management Review of the Customs Service
reiterated Customs’ need forysgem to provide accurate information and
measurement of imports. Demands for measurerngstgras stem from the
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conviction that in dealing with issues of noncompliance what counts is organizational
effectiveness, and that productyélone is no longer adequate. Effectiveness, for a
regulatoy ageng is a question of procuring higher levels of compliance.

#  TheChief Financial Officer’s Act (CFO Act), passed in November 1990,
initiated comprehensive financial management reform for federal agencies.
This Act has stronglinfluenced our actions in drawback, collections, seized
propery, reconciliation and in-bond.

The CFO Act mandates:

v Strengthened AccountabyliReporting
v" Long-Range Financial Planning
v" Audited Financial Statements

#  TheGoverment Perfomance and Results AGGPRA), enacted in 1993,
requires federal agencies to submit periodic plans and reports to Congress and
the Office of Management and Budget (OMB.) This Act has been the major
influence behind the compliance measurement program, the annual Trade
Compliance and Enforcement Plan (TCEP) and various compliance
measurement initiatives.

Beginning in September 1997, the GPRA mandates federal agencies:

Prepare a Five-Year Strategic Plan

Establish General Goals and Objectives

Prepare Annual Performance Plans

Establish Performance Measures Relating to Ag@uals
and Mission Statements

Measure and Report on Annual Performance
Conduct Program Evaluationslagast Evey Three Years

ANENENEN

AR

® Government agencies are also responsible for conductag/Benefit
Analysis (CBA) of their programs and initiatives. CBA is intended to link
resource plans, budgets and results, and to assist agencies conduct performance
evaluations as to operational efficigneffectiveness, customer satisfaction
and cost.
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3 Customer Service Orientation

Improving customer service is one of the central themes associated with the National
Performance Review (NPR.)xE&cutive order 12562 (September 11, 1993) requires
federal agencies to take ysgematic approach to serving their customers and to
establish standards that describe the level of service anyagdéinarovide.

4. Workload

The value and volume of imports entering the United Statespeeted to continue

to increase. Despite increasing workloads, Customs funding and personnel levels are
expected to remain static, magiih essential we empyee resources to maximize our
performance in achieving trade compliance goals.

5 Trade Complexity

Customs workload is compoundeylits complexiy as the United States trades in

almost evey commodiy covered in the tariff, and with almost ey@ation in the

world. The scope of trade results in griad of trade agreementsxtie quotas and

other requirements which seek to limit or restrict imports of certain goods. Trade
agreements, which confer tariff preference, introduce qualification requirements requiring
verification and enforcement. Customs responsibilities also include protecting intellectual
propery rights; making determinations related to the Department of Commerce dumping
or countervailing dytorders; and protecting the health and gadéthe citizens and the
environment i ensuring compliance with import-related requirements of other federal
agencies including FDA, EPA, DOT, CPSC, FTC, FWS, and Agriculture.

6. Automation and Technology

International trading corporations have sought to take full advantage of new automated
systems and capabilities. SimikarlCustoms has sght to utilize automation to

operate more efficientl Electronic communications and research databases provide
greater access to information; timernet and Electronic Bulletin Board provide the
electronic means to provide information to the trade comywsttipting has added
efficiencies in processing repetitive and time consuming work; and ayvafiet

analtical tools facilitate research, data arse and workload magament.
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VI. HOW ARE WE GOING TO GET THERE?

Key Initiatives

Customs has undertaken a series of pyptx and initiatives to test redesign
concepts for processing future workloads. Some features of the redesign are already
firmly established, others remain in the development stage. Seweratlkesign
initiatives are described below.

1. National Customs Automation Program Prototype (NCAP/P)- is the first release
planned for ACE, which will demonstrate “Track 4" processing, & &iéctronic
processing of the importation, from release to liquidation, in the border environment
for a limited number of participants.

NCAP/P features include the following:

A Fully Electronic Process (egtrsummay, invoice, pgment)
Release of Goods Based on Minimal Transportation Data
Approved Commodities, From Ptldentified Shippers & Sellers
Semi-Monthy Estimated Panents and Montlyl Statements
Remote Filig of Summay Data

Reconciliation of Value, Classification, 9802 and NAFIEAues
Electronicin-Boxes for Work AssignmentsXams, summaries)

VVVYVYVYVYY

As previousy mentioned, NCAP/P will test Track 4, one of 4 declaration tracks,
that stratiy transactions yrisk assessment.

Status: On May 4, 1998, the first release of the Automated Commercial

Environment (ACE) occurred in the portslafredo, Detroit and Port Huron. Known

as the National Customs Automation Prgpat (NCAP/P), this release successfully
demonstrated an ACE supported, redesigned trade compliance business process. Since
its inception, the three protgde participants -- GM, Ford, and @hler -- have received
release of cargo using a fyklectronic process requiring minimal data elements. These
participants are curregttlearing appmimately 1,000 truck shipments per month via

NCAP. The two other protgpe participantd, evi Strauss & Co. and Robert Bosch
Corporation, will soon be adding to that volume.

The second release of NCAP/P, encompassing cargo release plysketiibnic
examination process, is on schedule for implementation in the three originaypeotot
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ports in September, 1998n addition, the Customs Trade Compliance Board of
Directors has decided txgand the NCAP protgpe to additional participants and port
locations. Accordingl, NCAP will be implemented in the ports of Buffalo and El Paso

in November, 1998. A revised Federal Register Notice will be posted to soliciting more
participants from the trade commupnit

The third and fourth releases of NCAP/P, comprising periodimpat and summary
review, and reconciliation and violation billing, respectyalre scheduled for
implementation in 1999.

Automated Canmercial Environment (ACE) - is the information technolggsystem
Customs is developing to process goods and merchandise imported into the United
States.Its objective and focus is to provide an integrated automated informpsiems

to efficiently collect, process, and agaé commercial data; and meet the current and
future needs of Customs and the trade commuiittans for ACE, and the

implementation of its various modules, are remankabphisticated. ACS, Customs
automation gstem for almost 1§ears, will eventuayl be replaced with ACE. ACE is

being developed to: meet trade compliance redesign process requirements; allow for a
more fully automated work environment; provide a more comprehensive and integrated
system; and incorporate agtatal capabilities.

The ke benefits of ACE are:

>

Comprehensive Account Files with Tracking and Profiling Capabilities
For All EntitiesInteractig with Customs

New Import Declaration That Provides Seamless Trade Transaction
Processing and Reduchdormation Burdens

Consolidated User-driven Targetingstem (Combining Compliance
Measurement and Criteria-based Targeting)

National Account-based Statements That Provide Up-To-The-Minute
Financial Status

Tracking Enforcement Actions Through Final Resolution

A Data Warehouse Providing Users ¥£agcess to Trade Compliance
Data

A Reference Center Using Worldwide Web TechnypltegGive Both
Customs and the Trade Access to Trade Related Refdréaomation

o
A

X/
**

X/
**

>

o
25

X/
**

X/
**

>

o
A
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Status: The entire gstem will be rolled out moduleybmodule and portyzport over a
multi-year period. On Ma4, 1998, the first release of the ACE (known as the National
Customs Automation Protge - NCAP/P) occurred in the portsladredo, Detroit and
Port Huron. The second release of NCAP/P, encompassing cargo release plus a fully
electronic @amination process, is on schedule for implementation in September, 1998.
The third and fourth releases of NCAP/P, comprising periodimpat and summary
review, and reconciliation and violation billing, respectyealre scheduled for
implementation in 1999.

ACS Bulletin Board: ACE_PRQECT - Updates to the Project

Account Management - is the abiliy to view an “account” through its overall
performance rather than through individual transactions or violations. An account
is ary entity in whom Customs has an interest relating to trade compliance. Account
management emphasizes the shiftyafmam transaction-based processing toward

account-based processing, and focuses resources on selected accounts with the objective

of maximizing account compliance. An account perspective facilitates identification
and resolution ofystemic or repetitive problems, and uniform treatment at all ports.

Account management of importers has taken two formats:

» National Account Management National account managers serve as
primary points of contact for their assigned accounts. yMmark with their
accounts (and Customs port personnel) to promote account compliance and
resolve operational issues.

Status: There are currentl25 full-time National Account Managers assigned to
over 140 high-volume importers.

» Port Account Managenent (PAM) - encompasses the same responsibilities as
national account management but the work is performgeduiti-disciplined Port
Account Management (PAM) teams located at various ports of. eB&kM teams
are generayl comprised of import specialists, gnspecialists, OAS and/or
inspectors. PAM teams work with accounts importing more than $10 naltidn
determined to be of high or medium risk to Customs. Accounts are selected by
the ports (in coordination with Headquarters). PAM team memberproeess
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transactions within their own port and will have national responsibilities requiring
them to coordinate with other ports of gniised ly the account.

Status: Status: PAM is operational at all ports withport Specialist teams. The

number of accounts per port will be determined (within minimum and maximum ranges)
by the port. There are currenthver 250 port accounts. An Account Management
Standard Operating Procedures and Toolkit has been finalized and made available to all
ports and national account managers.

ACS Bulletin Board: ACCT MANGRS -Information on National Account Managers
PAM - Port Account Management

Account management will bx&nded to entities other than importers.

» Broker Account Managenent - The broker account management prgiet
will extend account management to the brokerage comynuhite goal of broker
account management is to raise the compliance of the broker's importing clients.
It is still an importer account program, however, it uses brokers to reach importers
that would not normajibe reached through the other account management
programs. The program will have an indygbcus starting with the bearings,
communications, and production equipment industries.

Status: The protogpe time frame has been extended to run frong Meough October
1998. In October, the protgpe will be evaluated to determine our future course of action.

Remote Filing (RLF) - is the component of NCAP which provides for electronic

filing of a complete enyrpackage from a location other than the port ofyen®LF

permits filers to request that axaen, if required, be conducted at the port closest to the
final destination of the freight. The designated exam site must be requested at the time
of entwy filing. To qualify for RLF the filer must electronicalitransmit enty, entry

summay, and invoice data as well as provide an electronympat of duties and fees.

Status: Remotelocation Filing Prototpe One (RF1) ran fromJune 1995 through
December 1996. Remait®cation Filing Prototpe Two (R.F2) begarlanuay 1,
1997 and was scheduled to conclude December 31, 19972 f@mains open for
trade participation as Customseecised its option of x¢ending the protgpe for

an additionalear (to epire December 31, 1998.)
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Participation in RF has grown as additional importers and brokersydppl
participation in RF each month. The number of R2 entries has increased from
470 inJanuay 1997 to over 4,700 iguly 1998. A total of 67 ports have been trained
for RLF2 processing, with several more scheduled for training in 1988.iR
expected to be incorporated into the test of ACE, planned components could be
available as earlas FY 99.

Reconciliation - is the component of NCAP which permits filers to designate issues
that are undeterminable at the time of gstrmmay to be “reconciled” up to 15
months later. Multiple issues mhe reconciled on each reconciliation. The
NCAP/P and ACS protgpes will include reconciliation of value, 9802, classification
and NAFTA issues. The ACS Reconciliation Prgpet will be open to all trade
participants and will be available at all ports. Upon implementation, single entry
adjustments (to multiple entries) will no lger be allowed.

The ACS Reconciliation Protgte starts on October 1, 1998. A primgoal of the
prototype is to provide a legal, fiscglsound mechanism for making post-summary
value adjustments to entries. Reconciliation will provide a uniform, nationwide
method of making post-egtnationwide method of making post-gnsummary
adjustments in cases where elements of the transaction are not determinable at time
of summay filing.

Status: Customs published an informational notice on the ACS Reconciliation

Protoype in the Federal Register of August 18, 1998 indicating reconciliation will be
incorporated into ACS and be operational in October 1998. Numerous briefings have
been held with the trade communio discuss how reconciliation will work.

ACS Bulletin Board: RECON - Reconciliatioinformation
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VIl. WHO IS GETTING US THERE?

Roles and Responsibilities

To maimize our effectiveness, establish accountabditd ensure a coordinated

implementation of the trade compliance redesign, we must operate witly diefankd
organizational roles and responsibilities.

A. Headquarters

B The Customs reorganization structure created a direct line of aythenteen

Headquarters and the ports. This structaggiiresHeadquarters to communicate
Customs’ national stratggpriorities and expectations to port personnel.
Headquarters will be responsible for field direction, idgmtg national priorities,
sequencing events, communicating redesign information and coordinating trade
initiatives so field offices madirect resources and efforts in an effective manner.

Headquarters will be responsible tarablingchange. The redesign requires

charges in oganizational direction as well as clgas in traditional work cultures,
structures, behaviors and mindsets. Headquarters will communicate changes in a
way which explains and links new programs, initiatives angswd working. The
Trade CompliancRoad Magpis intended to serve this purpodéewill be regularly
updated to reflect the current status of ketiatives and protgpes.

Specific Headquarters responsibilities include:

= Completirg the Trade Compliandeoad Map
* Preparing Draft Document
* Preparing Draft Port Readiness Assessment
* Finalizing Documents (after NTEU, CMC, and Port Comment)
* Gaining Assistant Commissioner (OFO) Approval
= Distributing Finalized Documen®roviding Regular Updates
» Requestig Ports Complete Operational Readiness Assessments
» Establishing Methodologto ReviewMonitor Field Progress
= Development and Oversight of Policies, Goals and Mission Objectives
» Establishing Mechanism to Coordinate Activities with Other HQ Offices
= Supporting Field Managers and Emydes
» Establishing the Trade AdvispCouncil (TAC)
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B. CMC'’s

B CMC Directors and their staffs will ptaa vital role in facilitatiig the trade
compliance redesign at the ports within their respective geographic areas.
CMC'’s will be responsible for providing guidance and oversight to ensure the
ports understand and are prepared to implement elements of trade compliance
redesign. CMC'’s will plpa critical role in providing support to the ports,
promoting “work syle” changes associated with the trade redesign, and
ensurirg uniformity and service levels are maintained at the ports.

Specific CMC responsibilities include:

= Emphasizig an Overgiht Role to Ensure Operational Uniformity

= Ensuring Ports Understand Elements of the Trade Compliance Redesign
= Assisting in Training and Preparing Ports for Future Work

= Reviewing and Forward Port Readiness Assessments to the TAC

= Supporting and Monitoring Port Activities

= Referring Appropriatéssues/providing Updates on Progress to the TAC

= Facilitatig Business Process Magaament & Stratgic Problem Solving

= Budget and Resource Management

= Measurements

C. PORT DIRECTORS

B Port Directors will be responsible for conducting an operational readiness
assessment of their port. The assessment will serveoakfar gathering
information about the ptts ability to implement redegn concepts, and as
acatalystfor developing action plans to facilitate successful implementation.

Specific Port Director responsibilities include:

= Maintaining a Regular Dialogue with the TCPO and First-line Supervisors
= Budget and Resource Management
= Addressingssues Raisedylihe Port Readiness Assessment
= Developing Action Plans to Support the Trade Compliance Redesign
= Monitoring Port Progress
= Focusing Resources on National Priorities and Goals
= Pursuinglnitiatives Which Support National Themes And/or Address
Port Compliancéssues
= EnsuringLocal NTEUInvolvement
= Conducting.ocal Outreach
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D. Trade Canpliance Process Owners (TCPQO'’s) & First-Line Supervisors

B All Trade Compliance Process Owners, managers and first-line supervisors are
responsible for supporting and promoting the trade compliance redesign.

Specific TCPO responsibilities include:

= Translating Our Trade Compliance Process Components into Specific
Port Actionltems, Operational Changes and Expectations for Breet

= Maintaining a Rgular Dialogue with Supervisors

= Updating Employees on Customs National Goals, Policies, Priorities and

= Developments Relatgto the Redegn

= Monitoring Progress/providing Feedback to Headquarters on Operational
Issues, Achievements, Procésprovements and Best Practices

= Promoting Teamwork and Cooperation améigDisciplines

= Imparting an Awareness Adl Trade Compliance Empfees That the
Trade Compliance Redgsi Applies to Them

Specific FirstLine Supervisors responsibilities include:

= Communicating Operations Driven Expectations DisettlEmplo/ees
Through Face-to-fackteractions

= Providing On-going Support and Guidance to Emeés Concerning
Redesign Components

E. Trade Compliance Employees

B The Trade Compliance Process is based on the integration of people and
processes. Empjees will utilize the redegn processes and automated tools
to perform their work as individusbnd members of trade compliance teams.

The Trade Compliance Process and Redesign involves:

= Port-based import specialists, gngpecialists operational agais
specialists, cargo inspectors, FP&F personnel and other g#eglo

= National import specialists, international trade managers, account
managers, regulatpauditors, agents, international trade specialists,
attorng/s, computer audit specialists, scientists and others who are
general not located within the port.
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= Port trade compliance empkes as individualas well aamembers of
multi-discipline port and national teams (e.g., PAM teams, CAT'’s,
Jump TeamsJVT’s.) .

F. Trade Advisory Council (TAC)

To address coordination and pglissues, and increase interaction and
communication among Headquarters and Ports, Headquarters will establish a
national Trade Advisoy Council (TAC). In comparison to existing field (port)
councils, the TAC will focus on national trade compliance issues and the national
implementation of the trade compliance redesi

The TAC will be chaired ythe Director, Trade Compliance and consist of:

* & & & o

Two CMC Directors

Two Port Directors

Two TCPO'’s

Two NTEU Representatives (one national and one field)
Representatives from OST andlfTgnon-voting presence)

Participation on the TAC will be rotational. Members will serve aghesed term
on the council, therglpromoting representation from all geographic and port
operating environments.

Specific responsibilities of the TAC will include:

Developing a Charter Establishing its Role

Serving as Clearinghouse for Field Problemsiasdes Referred
Through the CMC’s And/or Port Councils

Reviewing Port Readiness Assessments

Seekingnput from OST and O Representatives

Evaluating and Where Necesgaking Changes to the

Trade Complianc&oad Map

Recommendig Adjustments to Trade Compliance Redasi
Publishing Minutes of TAC Meetings

Developing Consensus and Speaking \Witme Voicdél Concerning
Operational or Policlssues Before the Trade Compliance Board of Directors
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VIll. WHERE ARE WE NOW?

A. Current Initiatives é

The Road Mags intended to serve as a reference document and guide for
supervisors and emplees as to the processes, procedures and technologies
comprising the trade compliance procesgormation regarding the current status

of mary of the redesign initiatives, and a knowledgeable contact, is provided below.
Many features of the redesign are alngéidnly established, some are currently

being protogped and others remain in the planning stage.

Compliance Assessient - is a processybwhich a multi-discipline Compliance

Assessment Team (CAT) team makes a determination as to whether an importer is
conducting business at an acceptable level of compliance with import-related laws and
regulations. The assessment includes an evaluation of an importer’'s operating practices,
systems and internal controls supporting it's customs activities. The CAT uses statistical
samplirg and auditig techniques to review selected import transactions from the
compaiy’s previous fiscalear. Candidates for compliance assessment are selected from
among those within the top 1,000 importing firnysvialue and/or standing within

designated AFs. An assigned auditor-in-charge serves as the compliance assessment team

leader. A lead import specialist is designated for the CAT and is responsible for
coordinatirg with all ports usedythe importer subject to the compliance assessment.

Status: As of August 21, 1998, 144 Compliance Assessments have been completed
with a total of 232 assessments in progress or will begin during FY 98. An additional 69
assessments are planned to begin in FY 99. A headquarters/field working group is
working on revisions to the CAT Kit and the CAT standard operating procedures, and is
preparing an import specialist technical guide.

ACS Bulletin Board: CAT - Compliance Assessment Teams

Compliance Measurenent Program - is the statistical sampling methodojogsed by
Customs to measure trade compliance. Data resulting from this progranyredraith
nationally and localy to identify and address particular areas of noncompliance, and is
also used to meet mandates of the Government Performance and Results Act (GPRA)
and other requirements related to performance measurement.
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Status: A listing, by port, of projected compliance measuremedaings is included in

the annual TCEPIn 1998, up to 80,000 compliance measuremeatns and/or entry
summay reviews will be performed in order to project compliance in the following three
areas: baseline (4-digit HTS tariff classification); national accounts; and priotars
industries. The compliance measurement program is contiynengdliated for potential
improvement. Currentlthere are working groups focusing on the definition of
discrepancies and the significance of discrepancies.

ACS Bulletin Board: COMPLIANCE - Compliance Measurememiformation

MARC 2000 (Multi-Port Approach to Raise Campliance) - is an initiative intended to

pool the efforts of multiple ports, CMC’s, STC’s and Liabs to raise compliance levels
related to designated industries and trade issues. MARC 2000 provides an environment
in which ports can work together to increase compliance. MARC 2000 action plans are
intended to mamize Customs effect on indugtcompliance in order to reach a

compliance rate of 95% in the prilgdocus industriesytheyear 2002.

Status: Began in October 1997, initial efforts focused on the following industries: bearings (Mid
America CMC); production equipment (South Pacific CMC); gloves
(Gulf CMC).

ACS Bulletin Board: MARC_2000_AU - MARC 2000 Auto
MARC_2000_PE - MARC 2000 Production Equipment

QUICS (Quality and Unifor mity Infor mation Control Systam) - is a communications initiative
intended to replace the present communication mechanisms for CF 6431's,

Enty Summay Reviews and Significantmportation Reports with a procedure to

exchange information (in a WordPerfect or Microsoft Word format) via cc:Mail (or other
electronic mailgstem). When completedx@anges between national import specialists

and field personnel will be added to a designatedC3 ke/word-searchablenfobase

accessible to all Customs emydes.

Status: QUICS was tested, from lafanuay throughJduly 1998, ly selected national
and field import specialists. The program is pregdrging evaluated for continuancepansion
and conversion to Microsoft Word format (for Y2K readiness).

VIl - 2 Revised September 1998



NAFTA Subplan ( a subset of the Trade Compliance and Enforcement Plan) — involves
verifications of NAFTA and other claims for preferential tariff treatment under the
provisions of trade agreements of which the U.S. is a signdtisrgoal is to ensure that
imported goods for which NAFTA, or other preferential tariff treatment is claimed, are
entitled to such treatment. The components of Customs NAFTA Subplan include
mandatoy Compliance Measurement exams, port-initiated verifications, verifications

by means of an audit and interventions.

Status: For FY 99, the NAFTA Subplan will incorporate the following activities: 1,300
random Compliance Measurement verifications (i.e., 800 maydd&ifTA claims on

ently summay, 300 NAFTA 520(d) claims and 200 gudteferral claims will be verified

for NAFTA origin); 1,000 port initiated verifications; 40 verificationgrneans of an

audit gQVT’s); 3 interventions; informed compliance; and enforced compliance. Activities
relating to other trade agreements will be added as appropriate.

Port Specialization- is a recommendation resulting from the Trade Compliance Work
Study Group which will be tested to determine the feasibditd operational efficiency
of tariff sharing among ports (rather than full tariff coverage atygwant). The objective
of port specialization is to make more efficient use of Customs’ import specialist
resources through tariff specialization. Specialization is intended to improve
tarifffcommodiy expertise, increase uniformitminimize duplication of efforts between
ports, and allow Customs to “move” work to where its resources are based. Port
specialization will be tested gnat ports which havegeeed to participate in the proype.
Import specialist teams in the participating ports will performyesummay related
activities and responsibilities for a particular trade or inghigggment for importations
occurring in their poras well asdesignated partner ports.

Status: Protoype tests of port specialization will run for oyear and will be reviewed
at six months. Ports participating in the port specialization test (As of August 21, 1998)
include:

Seattle/Portland

Pembina/Great Falls/Duluth

St. Albans/Champlain

Boston/Philadelphia

Buffalo/Detroit

Laredo/El Paso

Houston/New Orleans/Mobile/Tamgatksonville
Charleston/Charlotte/Savannah/Atlanta/Norfolk

VVVYVVVYVYVY
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Importer Compliance Monitoring Program (ICMP) - (formerly know as thémporter
Self-Governance Pgoam) is an initiative intended to promote compliance with Customs
laws and regulations. Similar to a Compliance AssessmenCHE involves a

systematic overview of a compgts import operations and includes both process and
transaction reviews. However, reviews are not perforngedustoms.ldeally, a group
independent of the compgdts importing function will conduct the required reviews.
Alternatively, companies maelect to use outside professionals. Process reviews will
include an annual preparation or updating of the flowchart and narrative of the gimpan
import process. Transactional reviews will utilize statistical sampling methodologies.
Sampling errors will be evaluated based on the number of errors and their materdlit
where applicable, a compliance improvement plan will be prepgréddebmporter and
submitted to Customs outlining actions taken or proposed to correct cited deficiencies.
ThelCMP is voluntay on the part of an importetmporters approved for participation in
the program consult and coordinate with Customs. As nege&sstoms will validate

the importells ICMP process and transactional reviews.

Status: Twent-nine importer volunteers will participate iryaar long test wherein the
importer will monitor his own Customs transactions and conduct macro and specific
statistical sampling tests to determine compliance. The test will runJirgrit, 1998
throughJdune 30, 19991f deemed successful, the program will be adopted nationwide
in 2000 as an adjunct to the Compliance Assessment program.

Seattle Prototype- is a test of manof the trade compliance redesign features. The Port
of Seattle is servipas dlfield laboratoyll to develop, test, and refine new process features
before thg are implemented in ACE and/or at additional field locations.

Seattle Protgpe processes include:

# Port Account Management
# Enforcement Evaluation Team
# Violation Billing
#* Premises Visit Database
# Monthly Account Statements
# Problem Resolution Cycle
#* Trend Analysig Analytical Selectivity PrograrfT AP)
# Advanced Targeting SystertATS)
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Status: Continuirg in Seattle. Violation Billig has been expanded to Miami;
Enforcement Evaluation Teams are beirganded to 12 ports in September 1998;
Semi-Monthy Statement training has been provided to 12 ports and a Federal Register
Notice was issued nationglio request volunteers; work on the Problem Resolution
Cycle has been stopped pending ACE development.

Electronic Protests- Title VI of the North American Free Trade Agreement
Implementation Act, Subtitle B establisgithe National Customs Automation Bram
(NCAP), Section 411(2)A defines electronic filing and gusrprotests as a “Planned
Component” of the NCAP. Aystem for electronic filing and queof protest was
developed within the Automated Commercigb®m (ACS) and Automated Broker
Interface $stem (AB) environments. Using the ABystem to send records to ACS,
ary part at interest can file the following actions electronigall

= Protests against decisions of the Customs Service under 19 U.S.C. 1514.

= Petitions for refunds of Customs duties or corrections of errors requiring
reliquidation pursuant to 19 U.S.C. 1520(c).

= Post importation claims for NAFTA preferential treatment pursuant to
19 U.S.C. 1520(d).

= Interventions in an importer’s protest &én eporter or producer of merchandise
from a county that is a paytto the North American Free Trade Agreement
under Section 181.115 of the Customs Regulations.

The gstem also allows amendments and addenda after the initigltbtin

= Apply for further review (when not requested at time of initial filing).
= Assert additional claims or challenge an additional decision.

= Submit alternative claims and additional ground or arguments.

= Request review of denial of further review.

= Request accelerated disposition.

= Request denial of the protest be voided.

All these actions mabe transmitted to Customs remgtélm ary location in the United
States. Filers receive notification of all protest review events, including final decisions,
electronicaly. Additionally, they may quey their protest at gntime and share access to
the records with designated third parties.

Status: The test of thisystem was announced in the Federal Regid&eyay 30, 1996.
The first phase of the test was inaugurated iy,M896 and ended in October, 1996.
Customs selected the ports of New York, Baltimore, Buffalo, Philadelphia, Chloago,
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Angeles, and.os Angelednternational Airport as test ports. There were 57 inquiries from
software vendors, customs brokers, importers, and legal firms. Of those, 15 filers
volunteered to participate in the test. The second phase of the test began in November,
1996 and ended in April, 1997. During that phase additional Custorgysaedtimport
specialist personnel were trained and the tgsarded to 15 ports.

Customs announced in the Federal Reg{September, 1997) that electronic filing of
protests is now open toyamterested payt Thirty-five ports have been trained in the
operation of theystem and additional companies have begun using/gtens. Other
companies are in the process of developing or obtaining the software.

This project broke new ground in the field of Customs automation in that, among the participants,
there are three legal firms and one sucetmpary- entities which had never

before participated in gCustoms computer interface program. Altogether, 23 law firms

have gpressed an interest in thigsgeem. Another accomplishment of this project has been

that this gstem allows foreignxgorters and producers of Mieo and Canada, or their

agents, to electronicalfile Section 181.115 interventions under NAFTA.

This g/stem should be fullimplemented and available to all filerg H999.

Enforcement Evaluation Teans (formerly Enforce Evaluation Teams) - is a feature of

the Trade Compliance enforce redesign, which calls for multi-discipline (Port Process
Owner/Q Group Supervisor) problem solving to evaluate noncompliance, potential
violations and to select the appropriate response to senwetompliant and violative
conduct. Enforcement Evaluation Teams (EETs) develop and implement global agency
responses to noncompliance on a account basis, focusing resources on most significant
issues as defined/lCustoms annual Trade Compliance and Enforcement Plans.

Status: Initiated as a part of the Seattle Prgpat in Februar 1996. Epansion of
Enforcement Evaluation Teams is undeywall additional initial service ports (Atlanta,
Baltimore, Cleveland, Detroit, HoustalkK, Laredo,Los Angeles Seapoltps Angeles
Airport, New York/Newark, San Francisco). Personnel from each of these ports received
implementation training during September and are cuyrentd 60 dg implementation

stage (and will be operationaf December 1). These sites will operate for 6 months
before &pansion to additional remaining service porigansion to all service ports is
scheduled for mid 1999.
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Pre-Importation Review Program (PIRP) - is a program established in 1991 which was
intended to increase the interaction between Customs and high-volume importers. The
program provided a process which enabled importers to review merchandise classifications
(as well as admissibilitand valuation issues) with a Customs Field Natitmaglort

Specialist (FNIS) prior to importation. And as a result, obtain a binding classification

ruling covering the specific merchandise reviewed.

Customs has informed, and sought comments from, the trade comoumrgerning its
intent to revise the existyPIRP. In restructurig the RRP, Customs seeks to ensure
program policies and procedures emphasis importer responsibilities estabjished b
Customs Modernization Act, and ensure the best use of Customs limitSdddgurces.
Under the revised program, Customs will enydloee RRP selectivel, focusing on

importers &periencing compliance issues related to classification. Where the focus of
previous program efforts were often on the Customs classification ruling which resulted
from a pre-importation review, the focus of a reviséd@RPreview will be on providing
importers guidance intended to enhance their classification understanding and capability
for accuratel determining classifications. Customs will no longer review entire
inventories of an importer's merchandise, reviews will be limited to those items the
importer is having difficulf determining tariff classifications.

Status: The comment period for establishing comments concerning Customs proposed
revisions ended September 15. Following a review of the comments received, a
headquarters/field will be formed to write new program operating procedures.

Violation Billin g - is a feature of the Trade Compliance-Enforce redesign that streamlines
traditional processesg/lveplacing liquidated damages claims with bills for minor bond
breaches (i.e., “Parking Ticket” approach).

Status: Initiated as part of the Seattle Prgfm in Februar 1996. Violation Billing
was &panded to the Miami Service Port in April 1998. Further testing &pansion
of types of violations is underwan both Miami and Seattle.

Premises Visit Database is an automated tool for generating reports on importer
visits/meetings and providing a centralized electronic depgdaonerification
information. This database is axaenple of compliance information that will be a
basic aspect of the ACE environment.

Status: Initiated as part of the Seattle Prgfm in Februgr1996. Ports interested in
obtaining a cop of the database are welcome to contact the port.
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Drawback Selectivity - currenty, the drawback selectiyitsystem in ACS “hits” on
claimantlD numbers onl. An enhanced drawback selectsystem will have the
ability to taget claims in the “new” selectivyitsystem “hitting” on one, or a combination
of criteria: The selectiwtcriteria elements are as follows:

» Drawback Fpe » ClaimantiD » Contract Number

» NAFTA » Drawback Fype » Value of Claim

» Drawback Filer » Export County Coce » Import HTS Number
» Export Schedule B Number

The claimantD and the drawbackpe are the minimum data elements required to
create a selectiwitrecord. The remaining data elements are in addition to the mandatory
elements and are included to refine the selegtresult.

Status: The "enhanced" drawback selecyumhodule was implemented on August 30,
1998. Currentl, the field drawback chiefs have been submitting selegtviteria
requests in order to populate the new module. Actual implementation of selextteitia
is performed # OAS in New York.

Drawback Compliance Program - is intended to address compliance issues related to
drawback.

Status: Pending full implementation of a criteria based selegtsyistem and the
finalization of the draft penaltregulations for drawback.

Monthly Statements- as part of NCAP/P, Customs is aggregating all of an importer’s
financial transactions (nationwide) on agi&monthy statement.Importers will make
semi-monthy payments to ensure revenue neutyaliCustoms will minimize billig and
refund transactions through statement offsets.

Status: Planned for April 1999.

North American Trade Automation Prototype (NATAP) - is a protogpe jointly developed by
the U.S., Canada, and Mexico to test the automated transmission of

import/export data in the land border environment. NATAP relies onrttegnet to

provide data for primagrprocessing, cargokamination and to communicate with the

trade communit
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Status: NATAP is being tested in OgaMesa, Nogales, Buffalo and Detroit, with
expansion planned fdraredo and El Paso.

B. Completed Initiatives

AD/CVD Reconciliation Prototype - In May 1996, Customs announced its intent to
conduct a reconciliation protgie test of entries subject to AD/CVD. The prygpat

involved two companies and approximgtg&b0 entries filed at four ports of eytrin April
1997, port personnel liquidated (via script) entries ugahgrithe reconciliationin May

1997, Customs issued liquidation instructions following Department of Commerce
establishment of the final AD ratén June 1997, importer reconciliation submissions were
verified and liquidated.

Status: The AD/CVD reconciliation protgpe concludeduly 11, 1997 with Customs
reviewliquidation of the reconciliation entries involved in the prgpet

Increase Campliance Project- in May 1996, the Trade Compliance Board of Directors
sponsored the efforts of 13 ports to increase local trade compliance. The project was a first
step in getting ports to ebn statistical data and to view compliance on an account basis.
Ports were responsible for targeting areas of low compliance, focusing on natibsal PF

and HTS numbers with significant local discreparates.

Status: The project ran from Mal996 through Februgil997. A summarand port-ly-
port g/nopsis of results was presented ialticrease Compliance Projecgport.

C. Analytical and Planning Tools

The following anattical tools and products have been developed to enhance our
capabiliy to efficienty manage trade compliance work.

CAPPS (Custans Automated Port Profile Systen) - provides compliance measurement
results at the 2-digit and 4-digit HTS levels as well as non-CM exam results, revenue
implications and PFanaysis. Compliance data can be researclyechbious data
elements including HTS, importer and manufacturer. Service wide dgtalseebe sorted
by port or CMC, and/oryland, seaport or border port designation.

Status: CAPPS is presentdistributed via CD-Rom to all service ports.
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Trend Analysis and Analytical Selectivity Systen (TAP) - a tool used to ange trends
and profile “focus areas” such as HTS numbers, AD/CVD and consignee. TAP allows
users to zero in on items such as tariffs and consignees to look at whauemtnay lines
match the user’s criteria (with associated risk scores when applicable.)

Status: Currenty available in all STC’s and the Ports of Newdr&s Angeles (Seaport),
SeattleLaredo, Detroit, and Savannah; limited capabditBoston, Houston, and

San Francisco. A change in architecture is scheduled for Spring 1999 which will utilize
existing routers and web browser techngltgsubstantiayl reduced implementation costs.

ACS Bulletin Board: TAP - Trend Ana}sis Program

NIPS (Numerical Integrated Profiling System) - is a stand alone PC application
that identifies trends and anomalies in trade data thaindigate noncompliant
activity. It provides a graphic interface for ACS data allowing users to identify
trends and anomalies, ays¢s my be conductedybcommaodiy, importer,
manufacturer, coungrof origin, port of enty, visa categgrand broker.

Status: Software is available upon request.

Account Activity Program - this tool, formen known as “account profile
tool” provides ACS and Census line item information (e.g., value, HTS, port of
entry, CM results) on an importer for the current and previous treass.

Status: Currenty available via CD-Rom to STC's, ports (Trade Compliance Process
Owners) and national account managers. Updates, including additional transaction data,
will be provided quarteylto field users.

Data Warehouse- is being developed in conjunction with ACE to generate
standard and customized reports that summarize Customs transaction data. This
tool is intended to provide the same functions curygntbvided ly Dataquey,

but through a more accessible and user-frigagitem.

Status: Testing of the Data Warehouse will occur as part of the NCAP ppatot
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ATS (Advanced Targeting Systen) - is a rule-basedxpert ystem, developed

by OFO and OT, that assists in idenyihg imports which pose a high risk of
containing narcotics or other contraband. ATS standardizes, evaluates and scores
data received from ACS through the use of over 300 weighted rules derived from
targeting methods utilizedylexperienced Customs personnel.

Status: ATS is currenty operating in Newark, Neverse/; Laredo, Tgas; Seattle,
Washington; andlos Angele¥. ong Beach, California. Future plans include the
installation of ATS at all major seaports. Depending on the success of ATS at the
land border, additional Southwest border ports ofyanty receive ATS. ATS maalso
be panded to the outbound arena to targebet cargo for purposes of anti-terrorism,
curreny smuggling, and othexport violations.

. Port Initiatives

Many ports have developed innovative approaches to processing workloads. The
Road Mapwill also serve as a forum to promote the exchange of information
concerning port initiatives will maprove worth adopting at other ports.

New York’'s WAN (Wide Area Network) - is the linking of the various cargo release
locations and document review areas within the Port of New York (the Areas of New
York/Newark andIFK Airport.) Through this linkage we are able to image release
documents between the Areas instead of sending "paperéssenger which often
resulted in lost documents and deslan release.

Status: Presentf linking five CES's in the Port of Newark with document
review locations at 6 World Trade Center dR& Airport.

Import Specialist Workstation - developed to provide import and gngpecialists a
user-friendy ACS environment and time saving tool to perform routine work

(e.g., ADD/CVD processing, CM processing, and 6431 creation/viewingtilzing a
series of scripts that work together, the workstation speeds routine work and facilitates
efficient ACS research and targeting.

Status: Currenty operational.
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Ports Wishig to Havel ocal InitiativesListed in Future Updates
of theRoad MapShould Provide Pertinetnformation
Concernig thelnitiative, via cc:mail to Joe Burbach
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| X. WHAT ISSUES DO WE HAVE?

Trade Conpliance Process and Redesign Issues
Numerous issues are likeio arise as trade compliance redesign concepts are operationally
implemented. Once established, the Trade Adyi€auncil (TAC) will serve as the
forum where major national issues will be raised and addressed. The following is an initial list
of possible issues related to the redesign.

1. Autanation Gap

The Automation Gap refers to the difference in timing between process redesign and automation
capabiliy. In most instances processes can be rgaegimuch quicker than automatgdtems

can be developed, tested, yuiinded and/or nationglimplemented.In most cases this will result

in the staged roll-out of variougsgems and automated tools designed to support the trade
compliance redesign. Much of our work will continue to be performed under current information
technolog. Delays related to ACE implementation Wilot delay implementation of trade

compliance redesign work approaches and initiatives focusing on accounts.

2. Training

In response to the changing nature of work, Customs must reevtdusgonal training programs

to ensure that the knowledge, skills and competencies that will be required in the future are
provided in formal training programs. Training should focus on the work which will encompass

the future Trade Compliance Process as well as the work environment in which Customs work

will be performed. Customs should ensure national and/or local training addresses future roles and
updates current emplee skill sets Training should be considered an ongoing aspeall tifade
compliance positions. Training should reflect changes in our work focus, such as the use of
advanced automated technologies and tools, data management gsid,amafk prioritization and
planning.

3. Inspector Specialization (for Cargo)

In most locations inspectors rotate regylégtween cargo and passenger operations. The Trade
Compliance, Outbound, and Passenger Clearance Processes all involve inspectors. The redesignec
Trade Compliance Process willyan inspectors knowledgeable concerning trade compliance issues
and well-trained in efforts to veyifand improve trade compliancispectors will serve as members

of temporay or continuing cross-functional or multi-disciplizgeams. Both suggest

inspectors should be assigned to the trade (cargo) function on a permanxéenadeck

basis to facilitate the development of needed skills and knowledge, and to provide

operational continut
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4. Port Specialization

Import specialist resource utilization and the number of sub-ports staffed with import
specialists (and import generalists) should be reviewed as part of port specialization.
As part of the trade compliance redesign portsmatinecessamn be constrained by

the need to provide full tariff coveragémport specialists will focus on narrower lines of
merchandise and, in some casesy spcialize in particular trade issues (i.e., NAFTA,
AD/CVD.) Portandcompliance team specialization will be based on such factors as the
presence of keindustries or commodities, specialized knowledge, trade programs,
volume, and/or the risk associated with merchandise entering the port.

Port specialization will likel evolve based on trade actyitrade prgram impact,

and local importer configuration rather than gmlume. As the redesign concept

of port specialization is applied nationaill will be necessarto determine how issues
involving shipments of goods for which a port does not specialize in are handled
(e.g., compliance measuremerams, enly summay reviews) as well as for how
service (assistance) will be provided to members of the local trade community
(concernig commodities a port does not specialize in.) Technical questions relating
to the &amination of arriving merchandise at the poryrba referred to ports that

have the required knowledge. Bnsummaries, and actiyiof given importers, may

be monitored Y other ports.

5. Port Account Management Coordination

Port specialization will link ports which receive high-volumes of particular

commodities or import actiwitfrom a particular importer. As the redesign concept

of port account management is applied natignatordination between ports will be
critical for accounts which import through multiple portswill be necessarfor

ports to follow appropriate port account management standard operating procedures
to ensure information sharing between designated PAM teams and the ports which the
account utilizes.

6. Canmodity Specialist Tean Restructuring
As port specialization occurs, the number of import specialist teams (both ngtaoahll
at individual ports) and their focus, will change. The consolidation of import specialists

may result in some import specialist team leaders asgpeiiner senior import specialist
positions or working as co-team leaders on gdaidmed teams.
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7. Trade Service

A post-Mod Act concept of service should evolve in keeping with the Mod Act theme

of “shared responsibilit (and port specialization.) Customs brokers and importers

should be expected to agghe same attention to Customs activities ag tleeto other
business issues. To the extent possible, assistance proyi@agtoms shouldotbe
transaction-focused wherein Customs field officers become the importer’s (or the brokers)
“custom expert”. Formal Pre-EgtClassification Program reviews will be limited.

Importers and customs brokers should be made aware of the classifiesgiarchtools
available to them (e.g., informed compliance publications, rulings) and reminded that
binding classification rulings on specific productsyrba sought through the District

Rulings Program.

8. Establishment of Business or Trade Service Centers

To maintain high levels of service Customsyraatablish designated business or trade
service centers (or port teams) staffgaciinss-trained specialists or a multi-discipline
team. Service centers could be responsible for responding to general questions from
importers, customs brokers and the general public; providing trade information;
providing assistance with egtrelease and procedural issues; and screening all
commercial inquiries. Owlinquiries involving complex issues would be referred to

port trade compliance personnel. Establishing business or trade service centers would
allow trade compliance personnel to focus on national and local trade compliance
initiatives and would free them from general or repetitive inquiries. Trade service
centers would emphasize Customs commitment to maintain (or improve) services but
also recognizes the greater obligations of the importer under the Mod Act. Toll-free
1-800 numbers could facilitate use of the service centers.

9. Broker Compliance

Operating in a selective post-gnteview mode requires Customs alilib induce

members of the trade communib act in accordance with théiod Act obligations.

As customs experts, licensed and regulate@ustoms, customs brokers should be

held accountable for the work ghprovide for their clients. Account management and
compliance assessment initiatives can be extended to include customs brokers. To
ensure uniformit, Customs mganeed to establisnational guidelinegoncerning

what level or degree of noncompliance, carelessness, misrepresentation and/or repetitive
error constitutes grounds for a broker warning or pgnalt

IX-3 Revised September 1998



10. Resource Allocation

A rapidly expanding workload combined witlxpected staffing and budget restrictions
require the proper use and placement of organizational persdénre@mpleting the

port readiness assessment, Port Directors will be required to review current personnel
allocation. Future national staffing must consider the concepts of port account
management, port specialization, compliance assessment and other initiatives which
involve direct interactions with compgnfficers need to be taken into account.

11. Establishing WorkPriorities

The Trade Compliance redesign emphasizestianal perspective to compliance,
enforcement, and service, and a focus on mission priorities and accounts. The
philosoply of a coordinated national trade compliance process is tixdbaey port
activities support national initiatives and goals. Participating in national initiatives
(e.g., compliance measurement, compliance assessment) must beyaginoit trade
compliance personnel. Trade compliance personnel will become more active in
planning and managing their work, as well as setting goals to define their work. Trade
compliance teams should conduct threat assessments, assess priorities and with their
supervisors, develop their own action plans to balance national and local trade
compliance commitments.

12. Tean Structure - The Concept ofa “Team”

The concept and structure of the port “team” (e.g., cargo, import specialist, entry
specialist) will change as port trade compliance personnel participate in teyrgoorar
continuing multi-discipline local and/or national teams (i.e., CAINS's, PAM teams.)

As Customs continues to progress from a transaction-based processing approach to an
account and issue-oriented approach the design of port-based team structures will change
to meet new demands. Portsynmeed to align present occupations to meet the needs

of the evolving trade compliance process. Trade compliance teams will not be based
solely on transactional or classification activities, but also on assigned accounts or trade
issueqi.e., NAFTA, AD/CVD.) The evolvement of multi-discipline trade compliance
teams or structures, which combine the expertise of various Customs disciplines, will
provide greater fbability to accomplish trade compliance goals and process work.
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13. Cargo Control

There has been increasing concern raise@ustoms field managers over the issue

of cargo control. The concerns are priynrcused on what might be better stated

as a lack of controls on cargo. The priyniErcus of Customs over the last fgears

has been to work with the trade communia informed compliance. Operational and
systemic procedures were designed on the assumption that most, if not all, of the trade
participants were assumed to be honest and law abiding.

There have been recent instances where major violations of Customs law have been
discovered.In each instance different methodologies have been used to defeat
Customs effortsin one instance, a highbrganized group was smuggling prohibited

and restricted Chinese foodstuffs on a routine basis through commercial dangyp.

of their shipments were selected faamination ly Customs at the CES, thevould

simply switch the noncompliant cargo for compliant cargo while the container was

en route between the pier and the CES s$iteanother instance, problems surfaced with
unlawful diversion of in-bond containers and containers which were authorized to move
to CFS stations which neverysically arrived at the CFS. A third example of cargo
control issues involves the problems of cargo theft or truck highjacking in or around the
Customs bonded facilities.
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GLOSSARY OF TERMS

ATS (Advanced Targeting SystemA rule based analytical tool/system that will assist
in identifying import transactions which pose a high risk of containing narcotics or other
contraband.

Account- Any person or firm (i.e., importer, broker, carrier) with whom Customs does
business, or in whom Customs has an interest related to trade compliance.

Account Action Plan- A plan agreed to by an account and a Customs account manager

or port account management team. Items (proposed by the account or Customs) included
in the account’s plan will be intended to increase compliance and/or provide operational
efficiencies.

Account Profile Tool- A planning tool that contains information which will aid port

account management teams in performing research and analysis on their account. Provides
ACS and Census line item information (Value, tariff numbers, ports of entry, etc. on an
importer for the current year and the previous three years. Includes cargo exams, entry
summary reviews, compliance measurement, bills, refunds and protests.

Account Management Customs’ process of viewing an account and its trade performance
in the aggregate. It includes analysis of an account’s performance, identification of trade
compliance issues and efforts to establish and maintain high levels of trade compliance by
the account.

Account Profile -The aggregation of data displaying the history of an account’s activity.

An Account Profile is a compendium of raw data, history and other types of data regarding
a specific account. The profiles includes a thorough analysis of the compendium of data
available from a variety of sources as well as findings, conclusions, and recommendations.

Administrative Probation -A approach that will be selectively used to address account
noncompliance in which normal penalties may be reduced contingent upon specific
corrective action by the account. Administrative Probation will afford cooperative parties
against whom civil administrative penalties have been assessed the opportunity to pay a
mitigated penalty amount and enter into an understanding to be placed on “administrative
probation” for a fixed period, during which time certain agreed upon conditions must be
met for the violator to be entitled to receive specified monetary relief from a mitigated
penalty amount.
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Annual Plan - A single-year subset of the Customs Service Strategic Plan which sets out
the work that Customs must perform in the given year.

Automated Commercial Environmer{ACE) - ACE is the automated system being
developed to support the trade compliance redesign. It will eventually replace the
Automated Commercial System (ACS.)

CAT Kit - A detailed document with exhibits which includes the procedures and steps
used by a Compliance Assessment Team conducting a compliance assessments of an
importer’s systems and selected import transactions. A less detailed CAT Kit is provided
to importers to assist them prepare for a compliance assessment.

Compliance Assessment (CAThe systematic evaluation of an importer’s system
supporting its Customs related operations. The assessment includes testing import and
financial transactions, reviewing the adequacy of the importer’s internal controls and
determining the importer’'s compliance level in key trade areas.

Compliance Assessment Teams (CAT'9)he multi-discipline teams which conduct
compliance assessments of high-value importers. The assessment teams include a CAT
Leader (auditor-in-charge), auditor(s), computer audit specialist, import specialist(s),
international trade specialist, account manager (if one has been assigned) and other
specialists as needed.

Compliance Improvement Plan (CIP) The written plan of action prepared by an importer

to address instances of observed noncompliance (required as a result of a compliance
assessment in which an importer was determined to be performing at less than an acceptable
level of compliance in one or more trade areas.) The plan would include the improvements,
procedures and\or internal controls the company intends to implement to correct and prevent
reoccurrence of any compliance issues.

Compliance Measurement ProgragCMP) - The statistical sampling methodology used by

the Customs Service to measure trade compliance of importations entering the United States.
CM involves a process of physical inspections of merchandise and/or examinations of entry
summary documents. Results of CM enable Customs to assess performance relative to
revenue collection and enforcement of Customs and related laws, by major key industry
areas and by major importers. It provides the basis for working with importers in improving
their compliance and in developing and implementing Customs strategies to improve
compliance.
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Compliance Risk CategoryPreviously known as “compliance buckets”, compliance risk
categories provide a means of separating importers into groupings based upon the results of
compliance assessments. Category designations determine the number of compliance
measurements an importer will be subject to (importers determined to be noncompliant will
experience a higher number of examinations).

Cost/Benefit Analysis The evaluative process which is used to compare the costs and
benefits associated with a particular program or activity.

Customs Automated Port Profile System (CAPR3he analytical tool/system which
contains compliance measurement exam and entry summary review results which can be
used to research compliance levels and target specific areas of observed noncompliance.

Data Warehouse An analytical tool/system (under development) intended to provide users
the same functions and analytical capabilities provided by Dataquery, but through a more
accessible and user-friendly system.

Enforced Compliance Customs actions (i.e. seizure, penalty) which may occur when
companies are found to be in violation of Customs laws and have not exercised use of
reasonable care.

Enforcement Evaluation Teams (EETs)Teams comprised of TCPO’s and Ol Group
Supervisors who will have joint responsibility for evaluating referrals of noncompliance
and/or potential violations and determining the appropriate course of action. The EETs
make an early determination of the nature, extent and impact of instances of noncompliance;
select the Customs response best suited to remedy the problem; and follow-up on that action
to ensure the noncompliance problem is solved. EETs ensure that significant discrepancies
and possible violations are treated uniformly on a national and account-wide basis.

Government Performance and Results Act (GPRA)he Government Performance and

Results Act was passed in August 1993 and represents legislation which mandates that all
Government agencies create a strategic plan with program evaluation, an annual performance
plan and an annual performance report. The GPRA shifts the focus of government managers
from expending resources to producing results and requires that each agency’s planning
process is linked to their budget.

Importer Compliance Monitoring Program (ICMP} is a program which involves a
systematic review of a company’s import operations and includes both process and
transactional reviews. Similar in concept to the Compliance Assessment Program,
reviews are conducted by the company in coordination and consultation with Customs.
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Informed Canpliance - A shared responsibijitwherein the Customs Service effectively
communicates its requirements to members of the trade conynfamit others) who are
subject to those requirements.

Intervention - An initiative addressing a specific trade compliance problem or reducing the
potential impact of a specific problermterventions include actions (ranging from targeted
informed compliance assistance to audit or other investigative gcteisigned to confront,
resolve or reduce the impact of major trade issues.

MARC 2000(Multi-Port Approach to Raise Cmpliance)- An initiative intended to pool

the efforts of multiple ports, CMC’s, STC’s and thabs to raise compliance levels related to
designated industries and trade issues. MARC 2000 builds on the concept of local port
initiatives and provides an environment in which ports can work together to increase
compliance. MARC 2000 action plans are intended to maximize Customs effect on industry
compliance in order to reach a compliance rate of 95% in the priowars industries by

theyear 2002.

MOD Act- The U.S. Congress enacted Customs modernization provisions underl Tfle V
the North American Free Trade Agreemenplementation Act (Publicaw 103-182) on
December 8, 1993. These provisions are comynafiérred to as the Mod Act.

NAFTA Verification - A formal Customs inquyrinto the origin of merchandise covered
by a certificate of origin and entered as eligible foydqareference under the NAFTAThe
inquiry may be conductedybletter, questionnaire, premises visit oy ather method which
elicits information relevant to the origin of the merchandise fromxpereer or producer
of the merchandise, or from the producer of a material used in the production of such
merchandise.

NAFTA Joint Verification Team (J/T) - TheJVT is a multi-disciplinay team comprised of
the auditordVT Coordinator, staff auditor, international trade specialist, import specialist
(and other Customs empiees as applicable.) TH¥T verifies an &porter’s declaration on

a certificate of origin that imported products are originating goods in accordance with the
NAFTA rules of origin.

National Custans Autanated Progran/Prototype (NCAP/P } Customs is developing the
Automated Commercial Environment (ACE). ACE will allow Customs to implement the
modernized, automategistem mandatedylthe Customs Modernization Act as outlined in

the National Customs Automation Program (NCAP). The first release of ACE is the NCAP
Protoype which became operational in April 1998.
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NIPS (Numerical Integrated Profiling Systen) - A stand alone PC anical
tool/system which can be used to identifends and anomalies in trade data that mdicate
noncompliant activit.

North American Trade Autanation Prototype (NATAP)} The protoype to test the
automated transmission of import/export data in a land border environment.

Primary Focus Industry (PFI)- Industries identified as vital to the national ecogpamd
directly impacted B the level of trade compliance with United States national trade laws.
PH’s are determinedybuse of a number of factors, including strategic importance,
international trade agreement concernsy dad domestic industteconomic impact.

Port Account ManagementPAM) - The trade compliance redesign initative which
assigns national account oversight responsgiliita designated port account team.

Reasonable Care The Customs Modernization Act established the requirement that
importing parties xercise “Reasonable Care” when reporting import transactions to
Customs. As the circumstances of each import transaction are different, the actual term
defies eagexplanation. To assist importers meet their reasonable care obligation, Customs
has produced a “Reasonable Care Checklist” for importers to use. The list of questions
included in the checklist nggorompt or suggest a program, framework or methodology

which importers myafind useful in meeting the “Reasonable Care” requirement.

Reconciliation- The process that will permit a filer to idegtgpecified unresolved issues
(other than admissibilitrelated) at the time of egtsummay filing. Unresolved issues
must be resolved and reconciled within a 15 month timeframe.

Remote Location Filing- an option that will allow for electronic filing of a complete
entry package from a location other than the port ofyer®emote location filing will
allow a filer to request, at the time of gntthat an exan(f required) be conducted at
the port closest to the final destination of the shipment.

Revenue Gap The difference, based on a statistical projection, between revenues that
should be collected if all entries for imported goods are correct and compliant, and
revenues actualicollected.

Risk Managenent - Risk Management is a method of managing that concentrates on
identifying and controllig events that have a potential of cagsignificant problems.

It involves identifing those imports that represent the greatest risk of noncompliance so
that Customs can focus its resources in those areas.
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QUICS (Quality and Unifomity Infor mation Control Syste) - A communication initiative
(currenty being protogped) which is intended to replace the current mechanisms for
transmitting CF 6431's, EntSummay Reviews and Significaritnportation Reports.

Self-Assessient - Customs encourages importers notified of a pending compliance
assessment, to use the CA questionnaires and other information provided at the pre-entrance
conference to conduct a self-assessment of their import operations. The self-assessment can
help a companidentify potential problem areas and, if appropriate, make a voluntary
disclosure before the compliance assessment begins.

Strategic Plan- The long-term (fiveyear) U.S. Customs Service plan which provides
detailed descriptions of Customs strategic goals, objectives, targets and measures.

Strategic Planning Board (SPB) An interdisciplinay management board that ensures the
communication and implementation of critical pgldeterminationsgoals, and priorities.
The SPB reviews and approves: interventions; ingyséns and profiles; changes in the
primary focus industries; special projects; and conypamforced compliance candidates.
The SPB serves an open forum for interdisciplinssues.It also serves as the coordination
point for risk mangement initiatives.

TAC (Trade Advisory Coundgjl- A council which will include: Headquarters OFO, OST

and QT representatives; CMC Directors; Port Directors; TCPO'’s; and NTEU. The TAC was
established to: enhance coordination, interaction and communication within Customs; and to
serve as a clearinghouse for field issues related to implementation of the trade compliance
redesign. The TAC will evaluate and propose recommendations concerning the trade
compliance redesign. The TAC is chairgdite Headquarters Director, Trade Compliance.

TAP (Trend Analysis and Analytical Selectivity Syste-Analyzes trends and profiles focus
areas for HTS, AD/CVD, trade agreements, consignee and more. Allows users to focus on
items such as tariffs and consignees to look at what smtnmay lines match the users

criteria with associated risk scores for each line when applicable.

Tracks 1, 2, 3, 4 The new import declaration process. Track 1 is a papstesrtty
summay. Track 2 is similar Customs current two-step process {3861.) Track 3 is a
consolidated electronic import declaration. Track 4 is a declaration providynamged
data on a periodic basis.

Trade Canpliance Process One of three core Customs processes (along with the Passenger
Clearance and Outbound Processes) which focuses on import transactions.
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Trade Canpliance and Enforcenent Plan (TCEP)- A specific and detailed version of the
trade compliance portion of the Customs Annual Plan which identifies Customs national
stratey and the activities planned for the comyear.

Trade Priority Issues Key commercial trade compliance issues confrap@ustoms which
cannot be identifiedybindustly sectors. The twelve prioyiissues are: Antidumping and
Countervailing Dutiesintellectual PropeytRights; Trade Agreements (focusing on
NAFTA); Classification; Trade Statistics; Cowxwf-origin Marking; Embargoes and
Sanctions (includes forced labor); Public Health and $afeansshipment; Quota Evasion;
Revenue, and Valuation.

Verification - An action taken on the part of a Customs officer to confirm compliance.
Verifications consist of, but are not limited to, merchandise examinations, data reviews,
laboratoy anayses, compliance assessments, audits, importer premise visits, and
investigations.

Violation Billing - The Violation Billing Program is a re-engineering on how Customs
responds to certaigpes of technical or contractual violatiorisis intended to streamline
the processing of minor trade violations, in which eligible accounts will be issued a bill in
lieu of liquidated damages.
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